Strategic changes and types of strategies for managing changes
In a modern business environment, meeting market needs is necessary to achieve competitive advantage. Usually the improvement process is not visible from the outside, but from the inside, it generates an added value for all stakeholders. Hofer and Schendel (1978) define strategic changes as "changes in the content of a firm's strategy defined by its scope, resource deployments, competitive advantages, and synergy". 1 Strategic changes take time to be implemented, normally more than three months in SME and more than six months in bigger organizations. In the beginning, employees are sceptic about changes and do not see the potential effect on business performance and their satisfaction. It is normal for employees in the early stages of changes to refuse the organizational changes. However, it is important to be transparent during the presentation of strategic changes to the stakeholders (employees, management, vendors, clients) , as well as the effects and importance of those changes. If stakeholders see the importance of it, it is more likely that they will understand and accept the change that will happen in the organization. How to know what to change? That is probably the hardest question for managers, since knowing what to change does not reassure the positive impact on business. It is important to mark that, there are some strategic changes that are more dangerous for business than others, so knowing the potential risk of a certain change is unavoidable. Flexibility is one of the key advantages companies could aim at. Some companies are more flexible than others due to different types of management, politics within the company and the industry. However, some processes depend less on the above-mentioned factors than others. Even though finance department and financial management are treated as a support in every business, they can either limit or boost the business performance.
Like every other change, changes in processes and leadership principles can generate employees' resistance. However, there are several strategies which could be used to manage a change in organizations.
Those types could be divided into four main categories: Empirical-Rational strategy treats people as rational beings, and communication is the key to accepting a certain strategic change. Normative-reductive strategy highlights the importance of organizational culture and the importance of corporate values. People are social beings and are willing to accept the corporate values. This strategy puts strategic changes in the terms of values and principles as a normal thing in business. The third strategy -Power-Coercive strategy believes that people like to be controlled and directed. More conservative management types use this strategy to implement changes. The last one assumes that people are adaptive and suggests building a new organization and moving people into it. There is not a single strategy that would fit the best for each situation, so management of a certain company has to combine several strategies.
The changes will affect profoundly both the management itself and the employees. It is crucial to identify two dimensions when implementing strategic changes. Those dimensions are time and scope. 4 It is important to know what the strategic changes are, and could they be set as a baseline for the next period. Adoption of new targets and changes should be communicated on time so that employees could take time to accept a change. When choosing what time to pick for the implementation of a strategic change, it is important to have in mind three factors: the employee's resistance towards changes, the time needed for the implementation and the resources needed. Decision makers should also point out the estimated impact of changes in some departments or the whole organization. Besides time and scope, capability and capacity are another two dimensions that should be included while deciding whether the company should implement some strategic change. Mostly considered capabilities are managerial and organizational capabilities, but individual capabilities are crucial as well.
Knowing what resource, the company needs to establish a strategic change is a part of a strategic plan. These are the facts that should be analysed before the change happens.
Traditional budgeting and the reasons to abandon it
Budgeting has always been present in human history. Business owners, managers, controllers need budgets to control the business and make decisions based on key performance indicators. However, today, many find limitations in the traditional budgeting.
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The purpose of this paper is to investigate the reasons for abandoning traditional budgeting and implementing Beyond Budgeting concept, as well as principles in the turbulent business environments. In recent years, consultants, managers and practitioners have proposed the abandonment of traditional budgets and the use of radically decentralized management models which refer to Beyond Budgeting. Traditional budgeting is considered as a tool for controlling the activities in most businesses.
Nowadays, many managers consider traditional budgeting as a limiting to their activities. That is why during the end of 20 th century it became the subject of criticism, considering the following:
• Budgets require a lot of time to be made and approved, • Budgets make people feel undervalued.
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The paper will show the examples of companies in strong economies such as in Scandinavian countries, US and Canada as well. Some of the Scandinavian companies were the first ones to abandon the traditional budgeting concepts. Later on, it became a trend for many companies in the US and Canada. The author has set a hypothesis which says that Beyond Budgeting principles could be implemented in different countries with the same effect due to market globalization.
According to the survey respondents done by Lisa Higgins (2005) , employees treat traditional budgeting as: time-consuming and costly (72%), not flexible, a process where it is hard and slow to detect problems and react (64%) and it quickly becomes out of date (49%).
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Despite the criticism of traditional budgeting process, nearly 87.8% of the companies have not abandoned and do not plan to abandon traditional budgets and ways of controlling the company's costs and activities.
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Many companies fail at implementing Beyond Budgeting, due to lack of organizational flexibility and considering that people having issues in accepting new changes.
From that point of view, it is important to identify the strategies that should be used as a part of the whole implementation process. Strategic changes could be identified according to the scope of change and nature of change as adoption, evolution, reconstruction, and revolution. Beyond Budgeting could easily be found in several quadrants, which depend on the industry and current flexibility of a company. For start-up companies, it is more likely that the implementation of Beyond Budgeting could be considered as an adoption, but for corporations and other companies (with already built processes) this change could be considered as an evolution.
Beyond Budgeting -the new concept of flexible budgeting
Beyond Budgeting by Bogsnes (2009) is a new concept of budgeting made for more flexible environments which affect multiple aspects of the business. There are several publications which explain how Beyond Budgeting works. Authors of some of them are Bjarte Bogsnes (2009), Hope and Fraser (2003a) , Bunce et al. (1995 ), Wallander (1999 and Morlidge and Player (2010) . They all criticize traditional concepts of budgeting, including annual budgets as "fixed performance contracts". However, they suggest replacing this type of budgeting with more flexible and adaptive models of budgeting, budgeting techniques, rolling forecast, but also non-financial performance measures and other evaluations. Beyond Budgeting is still not that frequently used. There are still questions to be answered. The main question related to Beyond Budgeting is why companies fail at seeing a long-term benefit of using this type of budgeting, which is more efficient than the traditional budgeting. The structure of the companies, scope of business and ownership are just some of the factors which could be the obstacles to changing budgeting processes.
Beyond Budgeting requires strategic changes in the organization in the terms of improvement process (not just budgeting processes, but also the flow of information within the organization, job classification) and leadership processes. Therefore, there is an unanswered question: ''Is Beyond Budgeting a universal concept to be adopted for every type of company in different environments?''.
Considering that point, the main reasons why some companies are moving towards more flexible budgeting processes are the following:
• Traditional budgeting is too expensive and time -consuming; • Traditional budgets tend to become fixed performance contracts in which the success rate is related to goal achievement; • Traditional budgeting was initially made when the markets were more stable and less competitive. point out that organizations need to be as flexible as they can nowadays;
Bogsnes (2009) also argues that traditional budgeting includes more detailed and strict policy of tracking the costs which are pointless in turbulent business environments that are hard to predict. 10 The comparison and critics of traditional budgeting could be found in Beyond Budgeting research. include specific techniques, such as rolling forecast, relative performance evaluation, balanced scorecard and the creation of empowered teams. However, Borealis, the petrochemical firm used relative performance targets in order to benchmark with the industry performance. That is why in financial targets, it is useful to use vertical financial analysis in relative indicators.
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Relative performance targets which are proposed by BBRT as a part of Beyond Budgeting concepts may affect the universal applicability of the model. Hansen et al. (2003) points out that setting a relative target could show that many companies have a bad performance even though the absolute targets show differently 12 . Scandinavian companies were the pioneers in establishing Beyond Budgeting principles and abandoning traditional ways. Svenska Handelsbanken was one of the first companies. Svenska Handelsbanken is a Swedish universal bank with revenues of around 2 billion dollars, 8,500 employees, and 600 profit centres (mostly branches). The rigid processes of traditional budgeting were seen as a limitation for improving business performances in this company. Svenska Handelsbanken has replaced the fixed annual budget by market-driven targeting, continuous monitoring, forecasting and resources allocation, as well as improving the customer support according to the continuous improvement.
Beyond Budgeting Round Table have made a list of companies which have implemented the Beyond Budgeting concept (see Table 1 ). They are valuable examples of other companies which plan to incorporate Beyond Budgeting.
By abandoning traditional budgeting, Svenska Handelsbanken has outperformed its competitors, considering many KPIs, such as ROE (return on equity), earnings per share, costs to income relative indicators, the rate of customer satisfaction, etc. Svenska Handelsbanken is the most cost-efficient bank in Europe and it was nominated to be one of the best Internet banks in Europe. 13 Apart from Svenska Handelsbanken, Borealis A/S -a Danish company has also made an improvement in its budgeting system. It was established in 1994 as a joint venture between two Nordic oil companies (Statoil of Norway and Neste of Finland) . Borealis is at the leading edge of polymer research and development and is now Europe's largest producer (sales of 2.5 billion dollars) and the fourth largest one worldwide. Beyond Budgeting has helped Borealis to react more flexibly to the market changes. Since it abandoned the budgeting model in 1995, Borealis has doubled its shareholder value and reduced costs by 30% over 5 years. The principles of Beyond Budgeting cannot be effectively implemented without paying special attention to the management information system. Most companies find this as a hardstrategic change. However, this change can radically improve business processes and performance rates of a company. Implementation of the system should support decentralized organizations with relevant information so that managers at all levels can use their intuition and judgment to make well-informed strategic decisions 14 . The BBRT is the combination of a new concept ('beyond budgeting') and a community ('round table'). The BBRT community is an independent research collaborative that shares its knowledge across its global network through conferences and workshops.
Svenska Handelsbanken and Borealis were one of the pioneers of Beyond Budgeting. After successful implementation of these principles, some other companies have started considering the implementation of the same model and concept. BBRT has made a list of the companies which have implemented Beyond Budgeting successfully.
Therefore, the first companies that rejected budgets were located in Northern Europe. However, the location, industries and cultures are the factors that do not represent limitations in implementing Beyond Budgeting principles.
Beyond Budgeting principles
Beyond Budgeting Model is made to overcome the limitations and weaknesses of traditional budgeting concept and help organizations achieve more by being more adaptive and flexible. That can be made by inside changes in key elements, such as the type of management, relationships, information flow etc.
Hope J. and Fraser R. as one of the founders of Beyond Budgeting as well as BBRT have made a list of principles that need to be established in order to adopt flexible budgeting. Twelve principles which are proposed are made as a framework for implementing this model. Along with new tools and processes that could support the budgeting process in a better and more efficient way, there was also a need for establishing leadership principles. These principles are divided into two groups: six of them regarding leadership processes and the other six with process principles.
As described, principles 1 to 6 refers to performance management climate in companies. They involve both the design of the organization and the delegation of power and responsibility to people who are close to customers. Principles from 7 to 12 refer to the processes of performance management. It is immensely important that goals, measures, and rewards are not tied together in a performance contract. The process principles point how the use of continuous (rolling) forecast can improve business performance. Setting goals, rewards, and controls are based on relative measures, in comparison to the competitors. The management of most of the companies mention leadership principles, but only small percentage really implement them with a strong coherence considering process principles as well. By Bjarte Bogsnes, Beyond Budgeting is a not a plan or ''a recipe'', but a philosophy that should be considered as a vision.
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Decisions in day-to-day business may change the course of direction or keep the same direction. Generally speaking, the process principles require a certain level of flexibility in order to make fast decisions. Rolling forecast helps management to estimate the outcome based on the current course. Overall, Bogsnes (2009) points out that leadership and process principles should fit the current business climate of continuous change 17 . Rolling forecast needs to be adjusted to the ability of a company and its employees to change the perspective of motivation and management. Based on that, implementation of Beyond Budgeting includes moving the organization and its employees from theory X perspective to theory Y and from searching stability in organizations to being more flexible.
If a company is doing business in a dynamic environment, traditional, fixed budgets could limit business performances. However, due to the globalization of market, there are rare industries which are based in stable and not moving environments. In order to be competitive, companies are forced to engage their employees and move from centralization and micromanagement to decentralization, autonomy, transparency and internal motivation. Some of those factors are the main principles of Beyond Budgeting. The main concept of Beyond Budgeting stages is shown in Figure 3 How did the mentioned companies implement BB? Instead of adopting fixed annual targets, business units set long-term goals which were based on internal and external benchmarks, considering key performance indicators such as ROE (Return on Equity), Debt-to-Equity, ROA (Return on Assets), etc. A company should set a few main long-term goals which will be focusing points for all activities. Borealis has set a goal defined by reducing fixed costs by 30$ over five years and reducing the time lost to accidents in its plants. However, the company's business units and personnel are measured and rewarded according to the performance in reducing the costs and improving the uptime in comparison to best industry benchmarks.
Organizations have given the freedom to employees to make mistakes and fix them. On the other hand, managers have discretion in making decisions without big limitations in resources. They can obtain resources more quickly than in traditional organizations. In such systems, BB philosophy has a special meaning. Employees do not require much supervision, leaving more time for managers to act. Eliminating unnecessary activities, companies increase their flexibility and achieve more.
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There are several factors which affect the possibility of implementing Beyond Budgeting model, such as the need for tracking non-financial measures, technology, and culture.
A lot of organizations find it difficult to link non-financial indicators to financial strategy and result. A Balanced scorecard is one of the tools to find the relationships between non-financial and financial KPI's. Finding the ways to improve and boost non-financial indicators is the first step. Setting the fixed plan in the terms of KPIs could also limit the financial results. Finding the right indicator to be tracked could be a hard task. It is important to distinguish key performance from key result and performance indicators. The difference between those types could be seen in Table 3 . 18 Hope Jeremy et al. (2003) , 17, fn 13 A lot of organizations will probably track only 10 KPIs restrictive and may wish to increase the number of KPIs. That could be acceptable and rational if an organization is made up from OF businesses from different sectors, in which case the 10/80/10 rule can be applied in each diverse business. Therefore, it is normal to increase KPI rollout.
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Beyond Budgeting concept proposes using more transparent and decentralized model to increase non-financial indicators as well.
The reason why budgeting process has improved during the period is that of the support of the technology and modern ERP systems. Technology has increased the speed and accuracy of budgets and has provided a possibility of forecasting. Working in a non-centralized system can cause many mistakes and not accurate numbers in budgets. Most of the businesses use Excel spreadsheets as the cheapest and most flexible option. When it comes to the integration of budgets, there is a slight chance of making a mistake. Centralized systems reduce that possibility and increase accuracy and speed. Beyond Budgeting requires flexibility and making changes in a budget according to the activities. Such model requires a centralized and fast system which can have an update frequently.
The third factor includes culture and incentives and it has the strongest influence on how formal systems operate. Fostering the right culture, whatever that may be in the context of individual companies was recognized as one of the most important factors. That is why culture takes a big part in the main Beyond Budgeting principles. 
The attitude towards abandoning traditional budgets as a controlling tool in the US and Canadian companies
It is hard to predict how owners, managers and other employees would look at the process of implementation of Beyond Budgeting and its value. Even though it helps in improving business processes and increasing business performance, it requires a lot of discipline and flexibility at the same time.
In this paper, the result of the survey which was sent to the companies in North America and Canada will be considered. Out of 558 respondents, 212 were from US and 346 from Canada. Both, North America and Canada are considered as strong economies with a dynamic environment, but great possibilities. According to the survey done by Libby T. and Murray L. (2010) , the average year of the employee working in a current company is 7.6 years in Canada and 5.3 years in the US and over 44.6% are working as a business controller and over 26.6% as CFOs. This survey was highly relevant since those positions are highly decision-making oriented regarding budgeting. The number of respondents in manufacturing industries is almost equal as in service-oriented industries. Table 4 shows the structure of respondents, but in Table 5 there are the results and the attitude toward traditional and Beyond Budgeting and whether respondents would abandon traditional budgets. The results have shown that almost 80% of respondents consider budget as a tracking tool and a tool for controlling costs and activities. Due to that point of view, 94% of respondents do not think about abandoning budgets as a controlling tool.
Beyond Budgeting is a philosophy. Most of the companies still do not completely trust those principles. Many of the companies who have tried this method have achieved a great result. However, it requires radical changes which go from the top to bottom; from owners and management to employees.
Due to market globalization, there is a hypothesis that in countries with multinational companies, those organizations would have the same opinion. Consequently, there are not many companies willing to take that step.
In extreme cases, the use of budget to force performance improvements may lead to a breakdown in corporate ethics. People who worked at World
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Control was defined as "the use of budgets for managerial motivation and as a standard for performance evaluation purposes".
Com according to CEO Bernard Ebber were guided strictly by the annual and monthly budgets. World Com, Enron, Barings Bank, and other failed companies had tight budgetary control processes that conveyed information only to those who "need to know '' 22 . The success of the implementation of Beyond Budgeting can be determined according to few results, such as:
1. Time saved for people involved in budgeting process; 2. Saved costs; 3. Employee/Customer satisfaction rate; 4. Revenue growth.
Since budgeting is time-consuming, that is the first problem everyone gets frustrated with. By using Beyond Budgeting, some companies like Borealis and Handelsbanken have saved more than a few months yearly by implementing more flexible way. Budgets make a forecast of costs and most of the time people spend planned amount of money only because some cost is budgeted. In Beyond Budgeting, it is treated as a waste, so using the money to cover some costs has to be reasonable and have a purpose. With time-saving and providing more time for analysis and thinking, employees' satisfaction rate has increased dramatically in Borealis and Handelsbanken.
23 All the mentioned benefits should provide more flexibility to the company and employees, so acting fast and using every business potential and possible opportunities are additional benefits which will affect revenue growth. With those of KPI's, strategic changes could be determined as successful.
Conclusion
Strategic change is a necessary part of modern businesses. In order to gain competitive advantage, organizations sometimes must implement radical changes. Knowing which strategy to use during the change adaptation is a key factor for the success of a company. The success of a certain change could be determined by measuring its result and comparing with the previous period. The issues that can be discussed are: the cost efficiency after the change, revenue growth, customers' or employees' satisfaction rate, etc. Financial processes and budgeting have been automatized through the years, but the core has not been modified for years. Many companies are afraid of those changes but knowing that their possible effect could provide a competitive advantage to a company could help companies get closer to Beyond Budgeting which is the treated as a strategic change. Budgets are considered as one of the most important tools in controlling. Based on various surveys and research, there is a small percentage of companies and management willing to abandon budgets and the concept of traditional budgeting as a limitation for process and performance improvement. In the history of Beyond Budgeting, there have been several successful examples of abandoning traditional budgeting and implementing more flexible -Beyond Budgeting concept which has increased the business performance metrics of those companies. The examples of Svenska Handelsbanken and Borealis have shown that even bigger corporations could be more adaptive and change according to the needs of the market much faster. However, it requires adequate strategic changes which include leadership and processes principles of the company. Based on the survey, 94% of respondents do not plan to abandon budgets as a tool in traditional budgeting. The paper emphasises that even though there are successful examples of Beyond Budgeting concept and the positive impact of it, there is a small percentage of stakeholders related to budgeting, which are ready to make strategic changes in order to implement Beyond Budgeting.
